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Pusuic Law 601, 79TH ConcREss 


The legislation under which the House Committee on Un-American 
Activities operates is Public Law 601, 79th Congress [1946], chapter 
753, 2d session, which provides: 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, * * * 


PART 2—RULES OF THE HOUSE OF REPRESENTATIVES 


Rute X 
SEC. 121. STANDING COMMITTEES 
* * * * * 7 * 
18. Committee on Un-American Activities, to consist of nine Members. 
Rute XI 
POWERS AND DUTIES OF COMMITTEES 
* * * . * * * 


) Un-American activities. 

) The Committee on Un-American Activities, as a whole or by subcommit- 
tee, is authorized to make from time to time investigations of (i) the extent, 
character, and objects of un-American propaganda activities in the United States, 
(ii) the diffusion within the United States of subversive and un-American propa- 
ganda that is instigated from foreign countries or of a domestic origin and attacks 
the principle of the form of government as guaranteed by our Constitution, and 
(iii) all other questions in relation thereto that would aid Congress in any necessary 
remedial legislation. 

The Committee on Un-American Activities shall report to the House (or to the 
Clerk of the House if the House is not in session) the results of any such investi- 
gation, together with such recommendations as it deems advisable. 

For the purpose of any such investigation, the Committee on Un-American 
Activities, or any subcommittee thereof, is authorized to sit and act at such 
times and places within the United States, whether or not the House is sitting, 
has recessed, or has adjourned, to hold such hearings, to require the attendance 
of such witnesses and the production of such books, papers, and documents, and 
to take such testimony, as it deems necessary. Subpenas may be issued under 
the signature of the chairman of the committee or any subcommittee, or by any 
member designated by any such chairman, and may be served by any person 
designated by any such chairman or member, 


* * * * 
Rute XII 


LEGISLATIVE OVERSIGHT BY STANDING COMMITTEES 


) (1) Committee on Un-American Activities. 
2 


Src. 136. To assist the Congress in appraising the administration of the laws 
and in developing such amendments or related legislation as it may deem neces- 
sary, each standing committee of the Senate and the House of Representatives 
shall exercise continuous watchfulness of the execution by the administrative 
agencies concerned of any laws, the subject matter of which is within the jurisdic- 
tion of such committee; and, for that purpose, shall study all pertinent reports 
and data submitted to the Congress by the agencies in the executive branch of 
the Government. 


Vv 


RULES ADOPTED BY THE 86TH CONGRESS 


House Resolution 7, January 7, 1959 
* * * * * * * 


Rute X 
STANDING COMMITTEES 


1. There shall be elected by the House, at the commencement of each Con- 
gress, 
* 


* * 2 * * * * 
Rute XI 
POWERS AND DUTIES OF COMMITTEES 


18. Committee on Un-American Activities. 

(a) Un-American activities. 

(b) The Committee on Un-American Activities, as a whole or by subcommittee, 
is authorized to make from time to time investigations of (1) the extent, char- 
acter, and objects of un-American propaganda activities in the United States, 
(2) the diffusion within the United States of subversive and un-American prop- 
aganda that is instigated from foreign countries or of a domestic origin and 
attacks the principle of the form of government as guaranteed by our Constitu- 
tion, and (3) all other questions in relation thereto that would aid Congress 
in any necessary remedial legislation. 

The Committee on Un-American Activities shall report to the House (or to the 
Clerk of the House if the House is not in session) the results of any such investi- 
gation, together with such recommendations as it deems advisable. 

For the purpose of any such investigation, the Committee on Un-American 
Activities, or any subcommittee thereof, is authorized to sit and act at such times 
and places within the United States, whether or not the House is sitting, has 
recessed, or has adjourned, to hold such hearings, to require the attendance 
of such witnesses and the production of such books, papers, and documents, and 
to take such testimony, as it deems necessary. Subpenas may be issued under 
the signature of the chairman of the committee or any subcommittee, or by any 
member designated by any such chairman, and may be served by any person 
designated by any such chairman or member. 

* * * * * * * 

26. To assist the House in appraising the administration of the laws and in 
developing such amendments or related legislation as it may deem necessary, 
each standing committee of the House shall exercise continuous watchfulness 
of the execution by the administrative agencies concerned of any laws, the subject 
matter of which is within the jurisdiction of such committee; and, for that 
purpose, shall study all pertinent reports and data submitted to the House by 
the agencies in the executive branch of the Government. 
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FOREWORD 


In determining whether or not to publish the accompanying report 
on the Communist parcel operation, the Committee on Un-American 
Activities was faced with the possibility that the resulting adverse 
public opinion in the free hare might cause the Kremlin to ban the 
admission of relief parcels to its subjects. The committee is of the 
opinion, however, that the millions of dollars in blackmail which the 

ommunist regimes are annually extracting in their parcel operation 
would weigh heavier in the minds of the masters of the Kremlin than 
adverse public opinion in the free world. 

This report reveals additional information in the mountain of evi- 
dence establishing beyond the shadow of a doubt the inhumanity and 
cruelty of the enemy we face. At the same time, this report reminds 
us of the millions of human beings whom Eugene Lyons in his classic 
work characterizes as “Our Secret Allies.” ! 


Francis E. Water, Chairman. 
1“Our Secret Allies: The*Peoples of Russia,” by Eugene Lyons, 
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THE COMMUNIST PARCEL OPERATION 


INTRODUCTION 


A parcel operation in the United States, under the direction and 
control of the Communist regimes of Poland, Hungary, Czechoslo- 
vakia, and the Soviet Union, is netting the international Communist 
movement millions of dollars every year as a tribute levied against 
the friends and relatives of the subjects of the Kremlin, investigations 
and executive hearings of the Committee on Un-American Activities 
reveal. This operation again demonstrates the cynical coldness and 
indifference of the Kremlin to the hardship of its subjects. It is an 
operation designed to acquire the stable currencies needed by these 
regimes at the expense of residents of the United States and of other 
hard-currency countries of the free world. It is a blackmail operation 
which forces free country residents to contribute financially to the 
Communist regimes out of love for their relatives who, living under 
communism, are unable to acquire sufficient food and clothing which 
residents of the free world have in abundance. 

Under date of April 3, 1958, Mr. Milan Jakubec, president of the 
Mutual Co-Operation League of Canada, stated in a consultation with 
the Committee on Un-American Activities that the sum of $20 million 
to $30 million yearly is collected by Soviet agents in Canada as customs 
duties on food and clothing parcels sent by Canadian citizens to the 
Soviet Union and is used to finance the activities of Communists in 
Canada.! 

Only the Communist regimes of the Soviet Union, Poland, Hungary 
and Czechoslovakia have in the history of the world so ca italized 
on suffering citizens as a means of raising money to assist in financing 
themselves in the free markets of the world. This is in contrast to 
the billions of dollars expended by the United States to alleviate the 
plight of the world’s needy. The masters of the Kremlin, as well as 
their puppets in the satellites of Poland, Czechoslovakia, and Hun- 

ary, have taken the money derived from the operation and used it to 
ance Communist activities within the free world where the money 
was originally collected. 
BACKGROUND 


Nearly 30 years ago the Russian Communist masters conceived the 
idea of soning ate misery and hardships of their people pay dividends 
to the state. This was accomplished through the creation of a depart- 
ment within the Soviet Union known as Torgsin. The Torgsin De- 
partment maintained in principal cities of the Soviet Union branch 
stores which handled food and clothing, together with other personal 
and household items. 


1 International Communism (Communist Pro; da Activities in Canada), Consultation with Milan 
Jakubec, President of the Executive Council of the Mutual Co-Operation League of Canada, April 3, 1958, 
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The Torgsin stores were established for the purpose of obtaining 
foreign currency needed by the Soviets for purchase of necessary im- 
ports. The stores stocked those items which were either rationed or 
otherwise unavailable to Soviet citizens. To make the stores more 
attractive to the Russians, as well as to foreign tourists, Torgsin 
stocked merchandise manufactured in the United States or other 
countries quality merchandise. 

Foreign currencies—dollars, pounds, and francs—were the negotia- 
ble currency at Torgsin stores. The ruble was as worthless in these 
stores as it was on foreign markets. To obtain the much-needed 
items carried by Torgsin, Soviet citizens began spending any stable 
currency which they had accumulated. In addition, they began 
requesting relatives residing in stable-currency countries for aid in 
the form of currency. 

While the Torgsin Department was successful in raising stable 
currency, the amounts raised did not reach the expected yield. To 
increase the yield of stable currencies, the Soviets began advertising 
the Torgsin stores outside the Soviet Union, primarily as a part of 
its campaign to attract tourists. This advertising was carried out 
in free countries, such as the United States, by firms holding Soviet 
tourist contracts. 

In the United States the principal company holding Soviet tourist 
contracts was World Tourists, Inc., a New York corporation. Created 
in June 1927, almost seven years before the resumption of diplomatic 
relations with the Soviet Union, World Tourists was a “legitimate” 
front for clandestine Communist operations. It was established as an 
organization principally interested in promoting travel to and within 
the Soviet Union. 

World Tourists was created as a result of a contract which it 
received from the Soviet All-Union Joint Stock Company, known as 
Intourist, which controlled all travel and travel accommodations 
within the Soviet Union. Under the contract, World Tourists was 
made a general agent of Intourist for the purpose of arranging and 
facilitating the sale of tickets for travel in the U.S.S.R. and was 
authorized to appoint subagents. 

In the early 1930’s, World Tourists became an agent for Torgsin 
and accepted U.S. dollars for transmission to Torgsin. Torgsin, in 
turn, notified the Soviet citizen of the availability of the dollar credit 
which it held in the citizen’s name. The citizen thereafter made 
purchases of the premium items stocked by Torgsin. 

By 1935 rationing in the Soviet Union was coming to an end and the 
stable-currency yield of Torgsin was greatly diminished. Although 
early in 1936 Torgsin stores were closed, there remained a demand 
by the Soviet citizen for food and clothing not available in the Soviet 

nion. Some Soviet citizens began receiving parcels from relatives 
abroad, but the Communist regime practically stifled the flow by the 
duties assessed against the intended recipients, who in most cases 
could not pay and, therefore, could not receive the parcels. 

Desiring to continue the system of profit from hardship of its sub- 
jects, the Soviets designated Intourist as the agency which would let 
contracts with established agents and subagents throughout the 
stable-currency countries of the free world. By this new method 
Intourist agents would accept for shipment to the Soviet Union 
parcels of food and clothing. Its agents at the time they accepted the 
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parcels for shipment would collect for the Soviet Government duties 
and fees, in addition to service charges which the Intourist agents 
would assess for packing and handling the materials to be shipped. 

Thus a system was born which, over the years, would raise millions 
in stable currency to aid the Soviet Government in its investments and 
purchases on the foreign market and to assist the international 
Communist movement. 

Prior to 1938, agents of foreign governments operating in the 
United States were not required to disclose their operations to any 
agency of the United States Government. Even with the enactment 
of the Foreign Agents Registration Act in 1938, most foreign agents 
failed to register. Only after conviction of violating the registration 
provisions in 1940 did World Tourists register. ith the interven- 
ing of World War II, compliance with the registration provision of 
the Act was not insisted upon. 

Prior to World Tourists’ conviction under the Foreign Agents Regis- 
tration Act, it became involved in false passport cases which were 
being investigated by the Passport Division of the Department of 
State. During this investigation it was determined that under Jacob 
Golos, secretary and manager, World Tourists was operating secret 
travel accounts for the Communist Party of the United States. With 
full knowledge of Golos, who was later identified as in charge of Soviet 
espionage in the United States, the Communist Party was moving its 
members throughout the world by means of falsified birth certificates, 
naturalization papers, or by means of authentic documents belonging 
to someone other than the traveling Communist. Upon examination 
of the A. Blake and George Primoff accounts—the concealed Com- 
munist Party accounts maintained by World Tourists—it was sub- 
sequently revealed that hundreds of. Communist agents had been 
dispatched either to Moscow for instruction in Communist schools 
or on other international assignments on behalf of the conspiracy. 
Earl Browder, chairman of the Communist Party of the United States 
at that time, was convicted for using a fraudulent passport upon the 
evidence obtained in part from World Tourists’ records. 

The profits made by World Tourists from its Torgsin contract, su 
plemented by its profit from the sale of Soviet gold certificates and the 
profits from the travel and parcel contracts with Intourist, financed 
certain operations of the Communist Party in the United States and 
supported the Soviet espionage agent, Jacob Golos. The profits from 
the parcel business neon profits which World Tourists received 
from its other enterprises. This fact is illustrated by World Tourists’ 
declaration under the Foreign Agents Registration Act covering its 
operations for the period January 1 to March 31, 1947. Reporting 
total income of $52,027.72, it reported income from parcel shipments 
alone of $50,915.10. 

The relief parcel business was necessarily curtailed during the war 
emergency period prior to World War II and during the war itself. 
With the end of the war, countries of both eastern and western Europe 
were ravaged and their people were in great need of food and clothing. 
To meet this need, the American people, with the assistance of the 
Government, created CARE. By pe 1946, CARE was distributing 


food parcels in France. By the end of 1946, CARE parcels were dis- 
tributed in Italy, Greece, Austria, Czechoslovakia, Poland, Belgium, 
Norway, Finland, and the occupation territories of the three western 
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zones of Germany. In 1947, CARE parcels became available to the 
peoples of England, Bulgaria, Rumania, and Hungary. In all these 
countries, CARE — distributed to relieve the hunger and poverty 
of os people left destitute by the war were admitted free of all duties 
or fees. 

The Soviet Union did not a its subjects to be assisted by CARE 
parcels. As Soviet control became absolute over its satellites, CARE 
was ordered out of those countries. CARE was accused of operating 
against the ober and was forced out, or else it was forced to 
withdraw when the satellite governments insisted that the program 
be handled through the Communist regimes. Poland canceled its 
contract with CARE by mid-1949. Czechoslovakia, after the coup 
d’etat in mid-1948, started its campaign against CARE, which resulted 
in CARE’s liquidation in that country by July 1950. In its opera- 
tion behind the Iron Curtain from May 1946 to July 1950, CARE had 
delivered 51,266 packages within Rumania; 15,716 within Bulgaria; 
48,165 within Hungary; 204,819 within Poland; and 166,646 within 
Czechoslovakia. 

PARCELS TO RUSSIA 


The Kremlin has never permitted the hunger and poverty of its 
subjects to be alleviated through the receipt of duty-free gifts of food 
and clothing. The Communist regime of the Soviet Union needed 
financial relief which, to the Communist masters, was far more im- 
portant than the relief of the sufferings of its subjects. Apparentl 
the Kremlin knew, on the basis of its experience prior to World War ii, 
when its subjects faced similar hardships, that its subjects’ relatives 
living in the United States and other stable-currency free countries 
would send aid irrespective of the price the Communist regime would 
extract from them for the privilege of doing so. 

The Kremlin’s relief parcel business with the end of the war began 
to thrive. Some six companies in the United States, in addition to 
World Tourists, either possessed Intourist contracts or were permitted 
to ship parcels into the Soviet Union and some of the satellites. 
Under the terms of these contracts with Intourist, the companies 
not only received food and clothing for shipment but they acted as 
direct agents of the Soviet Government through the collection of 
Soviet duties and fees. These duties and fees prescribed in Intourist 
contracts were transmitted by the companies through banking channels 
to the State Bank of U.S.S.R., Moscow, for credit to the Intourist 


account: 
Charges Collected for Soviet Union 
Official Soviet. Duties—See duty list, p. 7. 


U.S.8.R. fee—cost of 10% 
U.8.8.R. inspection charge up to 11 $1. 40 
U.S.8.R. inspection charge over 11 $1. 90 


The official Soviet duties collected by the American companies 
ranged from 4 cents per pound on barley grain to 91 cents per pound 
on cocoa. -On clothing it ranged from 50 percent of the value or 
cost of used clothing and cotton or woolen yard goods, to 100 percent 
of retail cost of ready-made clothing. In miscellaneous items, the 
duties were: medicinal and pharmaceutical compounds, 25 percent; 
notions, 100 percent; blankets, 50 percent. The list of duties as 
printed by one company reads: 
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DUTY LIST OF MOST IMPORTANT ITEMS 


Amt. of duty Ant. of duty 
lothing (ready made of all ma- Medicinal & pharmaceutical 
250% | Musical accessories and spare 
utlery: Musical instruments_........-. 100% 
Blades for safety razors.... 100% | 100% 
Hair cutting machines----_- 100% | Paints, in cakes, tubes, capsules, 
Drawing 50% | Silk yard 50% 
Drawite sete. 50% | Slide 40% 
50% | Stationery supplies. 10% 
100% | Thermos & hot water bottles... 50% 
75% | Woolen and worsted yard goods. 50% 
Mechanical pencils. 50% 
FOOD PRODUCTS 
Amt. of duty Amt. of duty 
34¢ per lb. 6¢ per lb 
6¢ per Ib. Meat, 36¢ per lb. 
26¢ per Ib. Milk (condensed and 23¢ per lb. 
s 68¢ per Ib. evaporated). 
Cheese (all kinds) 32¢ per lb. Milk 32¢ per Ib. 
Chocolate. ........-..- 68¢ per Ib. 6¢ per lb 
AE 91¢ per lb. 10¢ per Ib 
8¢ per lb. Sugar pieces_.......... 7¢ per lb. 
34¢ per Ib. Granulated_....... 6¢ per lb. 
Flour. 6¢ per Ib. 100% of cost. 
Fruit, dried_..........- 75% of cost. $1.14 per lb. 
40¢ per Ib. All other food commodi- 45¢ per lb. 
34¢ per lb. ties. 
MISCELLANEOUS 
Amt. of duty Amt. of duty 
Soap (household)_...... 7¢ per lb. Medicines. ............ 25% of cost. 
Soap 1.99 per lb. 25% of cost. 
60% of cost. | Vitamins.............. 25% of cost. 
Tobacco products. 60% of cost. 


In addition to the exorbitant duties and fees which the Soviets 
extracted as the price of free world charity, the American companies 
could demand their share of the tribute. Instead of the sender 
packing and shipping his own parcel, this had to be done by the 
company which collected the Soviet duties and fees. The packaging 
charge, which differed slightly with companies, averaged $8.50 for a 
parcel weighing up to 22 pounds, $9 up to 25 pounds, $10 up to 30 
pounds, and $12 over 30 pounds. In addition to these charges, there 
were imposed the U.S. parcel post rates which the sender would have 
paid even if permitted to transmit his parcel directly. 

In reporting under the Foreign Agents Registration Act, most of 
the parcel companies report only the total dollars transmitted to the 
Intourist account in the State Bank of U.S.S.R., Moscow. One or 
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two, in the early reportings parr ee | World War II, merely reported 
the gross income which they retained. In attempting to obtain a full 
picture of this Kremlin operation, it was therefore necessary to start 
with a year when the system of reporting attained a degree of uni- 
formity. The year 1950 was selected as the starting date and, unless 
otherwise designated, all reportings commence January 1, 1950. 

To determine the amount which the American relatives and friends 
of the Kremlin’s subjects were forced to pay, over and above U.S. 

stal charges, in order to relieve hardship in the Soviet empire, the 
Eiaumnittes on Un-American Activities summoned before it the heads 
of companies with Intourist contracts. In response to committee 
subpenas, they produced complete financial accounting for the years 
1957 and 1958. The head of one company was poate: from appear- 
ance due to illness. This report of Kremlin profiteering is, therefore, 
based on facts obtained either from the records of the Foreign Agents 
Registration Section of the Department of Justice on figures prior to 
January 1, 1957, or from the records of the companies after that date. 

According to this committee’s investigation, funds collected for the 
Soviet Union, whether as customs duties or fees to Intourist, are 
transmitted by the foreign department of Chase Manhattan Bank to 
the Banque Commerciale de Paris, No. 7, Ronde-Point des Champs- 
Elysees, Paris 8, France. This bank operates as the clearinghouse 
for the Soviet Union, as well as for the satellite countries. An exami- 
nation of orders drawn against the account of the Soviet Union re- 
flects that, from the same account into which American parcel dollars 
are deposited, dollars are withdrawn for almost every need of the 
international Communist conspiracy. These needs vary from pur- 
chasing American publications, to paying the expenses of the Soviet 
yr vf consulate, or U.N. delegation, to the purchase of a shipload 
of sugar. 

As of early 1959, when the subject matter was probed in committee 
executive sessions, there were five principal agents, each with a con- 
tractual relationship with Intourist relating to the handling of parcels. 
Three of these ee agents had from five to eight subagents who 
in turn, had their agents in undetermined number. Two principal 

ents were new, although one had merely taken over the contract 
of an agent who had been in existence since 1950. The other was 
created in 1957. 

The tribute which American citizens have paid in the past several 
years to the Communist regime in Moscow for the privilege of allevi- 
ating the suffering of its su poe has amounted to $15 million. This 
amount is merely a portion of the price of charity which the Americans 
paid to assist a relative or friend in the Communist regime. In addi- 
tion, there was paid to the Intourist-contracted companies authorized 
to ee parcels an additional $8 million which these companies 
collected as handling charges. This $23-million expenditure resulted 
solely from the Kremlin’s disregard for the welfare of its subjects and 
its desire to use the wealth of “capitalist” relatives to assist in the 
financing of a system designed to destroy the source of the tribute. 

The total cost to American citizens of sending parcels to residents 


of Communist Russia, according to the committee’s most conservative 
estimate, has approximated $70 million. That this total figure must 
be an approximation results from the method by which the Intourist 
agents and subagents conducted their business, a method which forced 
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the Kremlin, effective January 1, 1959, to change the duties and fees, 
a change which has been advertised as a reduction in these charges, 
but which has increased the Communist “take” by 31 percent. 

To understand this operation, it is necessary to examine the sta- 
tistics of certain of the parcel companies. During the year 1958, com- 
pany A (a parcel company) collected from its customers for transmis- 
by i the Soviet Union $1,481,738.20. This total was broken down 
as follows: 


Intourist commissions (10%)_.........-.-------------------. 170, 595. 64 
Intourist commissions (1%) 31, 590. 27 


The Intourist commission of 10 percent of the value of the parcels’ 
contents would indicate that A’s customers turned in for shipment 
food and/or clothing, etc., valued at $1,705,956.40. However, this 
was not the case because, in order to attract this business, the com- 
pany. mpleneneen the parcel contents. The president of company A 
testified: 


First of all, the things have to be appraised. The people 
who come and bring these things to us, they don’t come in 
and say, “Look, here is a suit, I paid for it $100.” Nobody 
did it because it would be impossible to send back. They 
come and say, “Appraise the suit for us.’””’ They usually try 
to appraise it as cheaply as possible. You would be amazed 
at the prices at which they are appraised. Suits which cost 
$50 to $60 were appraised at $5 and $2, and at times even at 
79 cents * * *, 


With the Kremlin’s personnel in the hundreds in the United States, 
the Communists could not permit themselves to be shortchanged in 
their quest for stable currency. They, therefore, took the action 
which proved that it was stable currency and not the welfare of their 
subjects which motivated their interest in parcels. However, the 
official of Intourist who traveled to the United States to attend the 
convention of the American Society of Travel Agents in November 
1958 indicated that it was adverse publicity over the exorbitant 
charges which was prompting the reduction in duties and fees effective 
January 1, 1959. Testified the president of company B (a parcel 
company) : 


They [Intourist officials] came here to attend the conven- 
tion of the American Society of Travel Agents which took 
place in New York which I attended and of which I am an 
officer. They advised us that they were somewhat perturbed 
by some unfavorable publicity that Russia got in connection 
with this parcel business and the Russians are very sensitive 
about golie relations, or at least they have been lately. 
They suggested that we reduce our charges. We protested 
Peat ** * At last I told them that the dissatisfac- 


tion arises not from the little fees we get but from the duties 
that they charge and they said: ‘‘We have decided to reduce 
our duties.” Then they brought us a draft, I don’t remember 
whether it was written or oral, of the new system. Up until 
January 1, the duty on most of the items was computed ad 
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valorem at 50 percent, 75 percent and 100 percent, plus 10 
percent. 

The new system called for set or stated duties on certain 
items in accordance with the list I just turned in to you for 
the record. * * * 


The companies reduced their service charges, which constituted the 
only saving the new system gave to the parcel sender. The Kremlin’s 
reductions looked good on paper. Men’s wool suits now carried a 
duty of $9 instead of $50 on a suit costing this amount. The 10 
percent and 1 percent charges, plus the inspection charges, were now 
a flat $2.50 per parcel. ; 

One company advertised the new rates as follows: 


In a concerted effort to reduce the cost of shipping gift 
arcels to the Soviet Union, the custom duties on most items 
ave been reduced and our service charges have also been 

reduced. At the same time the very system or basis of com- 
puting the duties has been changed, the purpose being to sim- | 
lify the procedure for both the sender and the recipient. 
Po addition to the reduced rates, the 10 percent charge and 1 
percent charge has now been abolished and substituted by a 
flat $2.50 charge by Intourist for inspection, storage * * *. 


The parcel sender did receive the advantage of the companies’ 
reduced service charges, but the Kremlin, in its insistence that the 
parcel companies reduce their service charges, felt that the companies’ 
profits were out of proportion to its own. While the committee does 
not possess the gross profits of the companies for the first six months 
of 1959 and is, therefore, unable to set forth the reduced revenues of 
the companies, a comparison between what the Kremlin received 
during 1958 with what it received during the first six months of 1959 
from companies A and B documents the Kremlin’s increased revenue. 

During 1958, company A transmitted $1,481,738.20 to the State 
Bank of U.S.S.R., Moscow. In addition, the company had a gross 
income of $793,615.31. This company had been purchased from a 
former owner in 1957 for only $75,000, with the approval of Intourist. 
The purchaser during his first year paid off over $25,000 on the pur- 
chase price; paid himself a salary of $25,000; and received, as the sole 
owner of the business, a net profit of $58,878.21. The $1,481,738.20 
which was sent to the State Bank of U.S.S.R., Moscow, was collected 
on 65,939 parcels, or an average to the Communists of $22.47 per 
parcel, During the first six months of 1959, under the alleged reduced 
system of duties and fees, the company transmitted to the State Bank 
of the U.S.S.R., Moscow, $687,093.60. This amount was collected 
on 23,263 parcels, or an average of $29.54 per parcel, being an increase 
to the Communists of $7.07 per parcel. 

Company B is one of the oldest Intourist agents currently operating 
in the United States. While acting as an Intourist agent prior to 
January 1, 1950, company B transmitted to the State Bank of the 
U.S.S.R., Moscow, $4,405,462.78. During 1958 alone, company B 
transmitted to the same bank $1,091,058.43. This sum was collected 
on 47,956 parcels, for an average to the Communists of $22.77 per 

arcel. During the reduced-duty and fee period from January 1 to 


une 30, 1959, company B collected for the Kremlin on 18,300 parcels 
$534,834.23, or an average of $29.22 per parcel. This increase of 
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$6.45 per parcel has cost the parcel sender an additional $118,035 
since January 1, 1959. P 


PARCELS WITHIN THE SATELLITES 


Parcel operations within the satellites differ greatly from the parcel 
operation within Russia. Whereas parcels within the U.S.S.R. are 
mailed from stable-currency countries, parcels within the satellites of 
Poland, Czechoslovakia, and Hungary are delivered from warehouses 
stocked and maintained in the large cities of each country. While 
through the Soviet operation, its subjects receive food, clothing, and 
medicine, within the satellites, almost anything from food to auto- 
mobiles, to building materials, to homes or apartments can be pur- 
chased for a citizen of these satellites. As a producer of stable cur- 
— the satellite system of parcel ss as been far more suc- 
cessful than the Intourist operation of the Soviets. 

CARE operated in these countries following World War II, at least 
until the countries went firmly Communist. Intimidation of CARE 
as an organization, together with a campaign of terror by the secret 
police against both its American and native employees, forced cessa- 
tion of CARE’s — in all satellites by mid-1950. The Com- 
munist regime of a forced CARE to halt its operation in that 
country in 1949, but CARE was permitted to return for a brief period 
following the October 1956 revolution. The Communist regime of 
Poland canceled its contract with CARE in 1949. While CAKE had, 
prior to this cancellation, delivered 204,819 relief parcels valued at 
over $2 million, it was unable to return to Poland until August 1957, 
at which time Poland was giving the appearance of independence from 
Moscow and was successfully obtaining financial assistance from the 
United States. 

In Poland, Czechoslovakia, and Hungary, CARE was replaced 
with organizations of the state. Except for prices charged, each of 
the countries operated a similar system. In Hungary, IKKA was 
the government-owned corporation with jurisdiction in the parcel 
field. In Czechoslovakia, Darex was the first government corporation 
controlling parcels and was succeeded in 1958 by Tuzex. Poland’s 
operation was under Bank Polska Kasa Opiski. Each of the govern- 
ment departments, such as IKKA in ungary, appointed agents 
within stable-currency countries, including the ited. States. These 
agents receive commissions ranging from 10 to 20 percent and are 
authorized to sell the food, clothing, or materials from the warehouses 
maintained in the satellite country. 

Under these systems, an American, desiring to assist a relative in one 
of these Kremlin satellites, pays to the agent a sum of money. The 
American then either selects from the agent’s catalog the items which 
the recipient will receive, or else permits the recipient choice of selec- 
tion directly from the warehouses in the satellite. 

Hungary 

Foreign relief in the form of food and clothing supplies came to the 
Hungarian citizen following World War II in three forms. The in- 
dividual parcel mailed directly to the recipient by a friend or relative 
in the United States was the principal means of relief. In 1947, CARE 
became available to many Americans as a substitute. Also in 1947, 
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a Hungarian immigrant instituted a third method which was un- 
doubtedly the forerunner of the system adopted after the Communists 
seized control of the government of Hungary and the system which is 
currently in operation. 

The Hun arian immigrant had, prior to the rise of nazism and 
World War II, operated, along with his brother, a chain of grocery 
stores in many cities of Hungary. He fled Hungary and came to the 
United States as an escapee from Hitler’s persecutions. Following 
World War II, this immi t shipped to his stores in Hungary a sub- 
stantial stock of coffee. Even though there was no other coffee availa- 
ble in Hungary, the stores were unable to sell the supply because the 
Hungarians were without funds. The immigrant, therefore, adver- 
tised the availability of this coffee through Hungarian media in the 
United States, offering direct delivery in Hungary for remittances 
made in the United States. He soon had a large number of American 
customers who purchased the coffee from him for delivery to friends 
and relatives in Hungary. With the success of the coffee venture 
clearly documented, the immigrant purchased additional items of food, 
all of which were in great demand in Hungary. These, like the coffee, 
ee: paid for in the United States and delivered from his stores in 

ungary. 

By late 1949, the Communists had captured Hungary. CARE 
refused to permit the Communist Hungarian Minister of Welfare to 
distribute its parcels and halted its operations. The Communist 
government confiscated the stores through which the coffee and other 
items of food were being sold in the United States. To capitalize upon 
this operation, the Hungarian Government placed the stores and 
pee ts of the shipment of all relief materials under the government 
bureau known as IKKA. Under IKKA, the modest operation insti- 
tuted to dispose of a shipment of coffee was expanded into an outlet 
of supply for food, clothing, radios, automobiles, and even building 
supplies such as brick, lumber, and cement. 

ith its warehouses stocked, IKKA needed agents in the free coun- 
tries of the world to exploit its operation and to accept payment for 
the merchandise ordered. Thus, the immigrant who founded the 
system became an IKKA agent in the United States. 

With the Communist regime of Hungary firmly in the parcel busi- 
ness, it became necessary to eliminate the private parcels which the 
Hungarian subjects were receiving from abroad. To accomplish this, 
in April 1950 the Communist government canceled the duty-free entry 
of parcels. With this action, thousands of parcels from the free world 
were seized by Hungarian customs officials. 

Vigorous protests were made against this action, primarily because 
the order canceling the duty-free status of parcels was issued after 
many parcels had been mailed and, secondly, because the recipients 
could not afford to pay the duty imposed. 

To ease these protests and at the same time capitalize upon them, 
the Communist regime in Hungary agreed to admit parcels held by 
its customs officials upon the purchase by the sender of duty-exempt 
certificates. These certificates, costing $1.50 for each 5 pounds or 
fraction thereof, were to be purchased from IKKA agents in the free 
world. Thus parcels to needy Hungarians were abolished except 
through the facilities of IKKA, IKKA thereafter set its prices with- 
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out regard for any factor other than its need for stable currency. In 
one day it raised its prices by 100 percent. 

Agents of IKKA received commissions of 20 percent of the parcel 
value for services to IKKA. These services consisted mainly of 
advertising the IKKA operation, preparing the orders, and collecting 
and transmitting to the re assessed on each order, less 
the agent’s commission. In time Monimpex, another agency of the 
Hungarian Government, succeeded IKK4A; and thereafter the agents’ 
commissions were sliced in half, from 20 to 10 percent. In the latter 
part of 1955, it added to the commission $700 per month to defray 
advertising expenses. 

Parcels from government warehouses were the only method for 
aiding a relative in Hungary until the October 1956 revolution. 
With the revolution, the Hungarian Government decreed that relief 
parcels would be admitted duty free until July 1, 1957. However, 
on March 2, 1957, a decree was issued, effective the end of February 
irre: reestablished import duties on all parcel items except used 

othing. 

During the years 1950-58, $9,996,386.13 was collected by 
Monimpex- agents in the United States and transmitted to the 
Communist government of Hungary. This amount was collected 
by its three agents in the United States until May 1957, when the 
original agent had his contract canceled. This cancellation resulted 
from his refusal to advance $40,000 which the Hungarian Government 
deemed to be his share of an advance payment which the govern- 
ment was demanding of all agents so the government could purchase 
the necessary items with which to fill the anticipated Christmas orders. 


Czechoslovakia 


When CARE began its operations in Czechoslovakia in 1946, the 
country was not under Communist control. CARE’s troubles began 
after the Communist jay in mid-1948. Its wires were tapped, its 
mail was opened, and its local employees began resigning for fear of 
reprisal from the Communist government. In the beginning of 1950, 
when Communist domination of the country was complete, open 
attacks on CARE started in the controlled press. In March 1950, 
the government gave CARE notice of the cancellation of its contract; 
and at the end of July 1950, CARE’s operations in that country were 
liquidated. It had delivered 166,646 relief parcels to persons in 
Czechoslovakia. 

Even before CARE operations were liquidated, the Communist 
Czechoslovakian regime established the Darex Trading Company, 
Ltd., to take over control of relief parcels shipped to Czechoslovakia 
from outside the Iron Curtain. It appointed in the United States 16 
firms, including one named Centex, as its agents. On August 1, 1949, 
it made Centex its general agent and all the other firms subagents. 
Under this arrangement, only Centex had to register with the Depart- 
ment of Justice under the Foreign Agents Registration Act. Tech- 
nically, all the other firms were agents of the American corporation, 
i ie doing business with it and not directly with any foreign prin- 
ci 


Under its contract with Darex, Centex received a 10 percent com- 
mission on the first $10,000 worth of business it did in each six-month 
period, and 5 percent on all business over and above that amount. 
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Its subagents received 8 to 11 percent commission on orders they took, 
and Centex 2 to 4 percent on those same orders. As general agent 
for Darex, Centex deposited all funds collected with the Zirnostenska 
Bank in Prague. 

Centex did not comply with the Foreign Agents Registration Act 
and register with the Department of Justice until November 2, 1949. 
When it did so, it was revealed by the records of the overwhelming 
majority of its officers that Centex was largely a Communist opera- 
tion. Attorney Harry M. Justiz, one of the directors of the firm, has 
been identified by former FBI undercover operator Matthew Cvetic 
as a member of the Nationality Commission of the Communist Party. 
Justiz was also one of the members of the executive board of the Joint 
Anti-Fascist Refugee Committee who refused to make available to 
this committee the records of that organization. He, along with the 
other directors, was convicted of contempt of Congress and on July 

-16, 1947, sentenced to three months in prison and a fine of $500. In 
listing his organizational affiliations when Centex registered with the 
Department of Justice, Justiz named eight Communist fronts to 
which he belonged. 

Peter Vukcevich, secretary and also a director of Centex, has also 
been identified as a member of the Nationality Commission of the 
Communist Party. He listed three known Communist fronts as 
among his organizational affiliations when Centex registered with the 
Department of Justice. . 

rom November 1949, when it first registered with the Department 
of Justice, until the end of December 1952, when it was dissolved, 
Centex sold almost $3% million worth of gift certificates. 

On pratigad 1, 1953, Darex, a Czechoslovakian Government agency 
signed an individual contract with John Fisher, making him gene 
agent for parcel operations in the United States. On July 1 of that 
year, this contract was terminated. During the six months that he 
served as general agent for Darex in the United States, Fisher did a 
gross business of $578,921.80, retaining as commissions for himself 

$36,516.51. 

When Fisher’s contract as general agent for Darex in the United 
States was ended, the 80-odd subagents then became direct or prime 
agents of Darex. Some of the agents registered under the Foreign 
Agents Registration Act under protest, claiming that they received 
no ge ing: og from any foreign government, but that their profits 
were taken from certificates sold to U.S. citizens. Some of the agents 
continued doing business with Darex without a contract, and others 
simply failed to register with the Department of Justice. For these 
reasons, for the five-year period covering July 1953 to ge f 1958, there 
are no records available which give a complete picture of the amount 
of money collected by Darex in the United States. 

On May 1, 1958, Tuzex, which had meanwhile succeeded Darex as 
the official Czechoslovakian Government agency for handling parcel 
shipments, signed a contract which created in the United States one 

eneral agent. The = which had been operating since July 1953 
ecame subagents to the general agent and were thereby relieved from 


registering under the Foreign Agents Registration Act. Under this 
contract the general agent was to receive 1 percent on all business 
done by the 63 subagents assigned to it under the contract and 13 to 
16 percent on its own sales. On food parcels there would be a 15 
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percent commission, plus a shipping fee. The 15 percent commission 
would go to the subagents and the shipping fee to the general agent. 
In cases of gift certificates, the general agent was to get 12 percent 
and the subagents 10 percent of that. The general agent was also to 
receive a $1 service charge on each parcel. On free selection orders, 
which paid a 12 percent commission, the subagent would get 10 per- 
cent and the general agent 2 percent, plus the service charge. 

Tuzex fixes the prices for the parcels and goods which are offered 
to customers by its agents. Dollar remittances can also be sent to 
persons in Czechoslovakia through Tuzex. These are converted into 
Czechoslovakian kronens at two times the official exchange rate. 
Tuzex also provides promotional literature and price lists for its U.S. 
agents. Tuzex offers a wide variety of products—wines, liquors, 
tobacco, toilet articles, electrical appliances, cameras, fur coats, china, 
furniture, carpet, automobiles, and building materials. 

During the six-month period from May 1 to November 9, 1958 
the general agent took in $475,056.92 from its own business and 
that of its subagents, retaining a commission of $18,707.69. 

According to the statistics available to the committee, the Com- 
munist government of Czechoslovakia has collected over $4,800,000 
from the American people for parcels during the period November 
1950 through 1958. As explained previously, there is a five-year 
period—1953-58—when all firms doing business with Czechoslovakia 
did not file with the Department of Justice. For this reason, the total 
sums actually received by the Communist Czechoslovakian Govern- 
ment far exceed the almost $5 million computed by the committee on 
the basis of such figures as are available. 

Poland 

When the Communist regime of Poland began planning the elimina- 
tion of CARE in 1948, it likewise planned for a successor organization 
operated by, and for the benefit of, the Communist state. Bank 
Polska Kasa Opiski, a banking and mercantile corporation, was com- 
missioned by the government to assume and expand the operation 
Hie ag. CARE managed prior to the cancellation of its contract in 

uly 1949. 

Prior to the cancellation of the CARE contract, Bank Polska Kasa 
Opiski had arranged, through Polish nationals residing in the United 
States, to incorporate a — in the State of Delaware. Thus, 
on April 14, 1948, Pekao Trading Corporation, with Polish Bank 
Polska Kasa Opiski as the only stockholder, was formed. On April 25, 
1948, the Polish bank entered into a contract with the Pekao Tradin 
Corporation. Pekao has, since April 25, 1948, been the princip 
agent for the sale of foodstuffs, clothing, livestock, machinery, building 
materials, and similar items which are delivered from warehouses in 
large cities of Poland. ' 

© maintain a position of independence, one from the other, the 
Bank Polska Kasa Opiski and Pekao Trading vorporsiioe have, 
from time to time, signed contracts which state that Pekao buys the 


items offered for sale at the Polish wholesale level, and sells for the 
prices which Pekao establishes. However, the investigation by the 
committee shows that the wholesale prices charged by the Polish 
bank and the prices charged by Pekao are always related to the 
commissions which Pekao makes on each item. 
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The method by which Pekao was incorporated and the wording of 
its contracts with the Polish bank were successfully used by Pekao 
until February 23, 1954, to evade registration under the Forei 
Agents Registration Act. And it did not file under the Act until the 
Polish Government began collecting prohibitive taxes on all U.S. im- 
ports under the decree of December 23, 1953. These taxes, by way 
of illustration, ranged from $15 on boys’ shoes to $37.50 on men’s 
shoes. The registration record indicates a transmission to the Com- 
munist regime of Poland of over $20 million from the year 1954 to the 
end of 1958, a period of five years. 

Through Pekao, goods can be furnished by two methods, either by 
a preselected order in which the items to be delivered from PK 
warehouse are decided upon in the transmitting country, or by allow- 
ing the recipient to select items of his choice not to exceed the dollar 
amount of the transmission. In recent years, Polish citizens have 
again been permitted to possess foreign currency. To encourage 
foreign-currency transmittal, a special rate of exchange was authorized 
by the Polish Communist Government. When this did not immedi- 
ately produce the stable foreign currency which the Communist gov- 
ernment needed, they instituted an even more favorable rate of 
exchange. 

One of Pekao’s agents in May 1957 sent a notice containing the fol- 
lowing statement from the Narodowy Bank Polski in Warsaw to its 
subagents: 


We would assure you that individual recipients of dollar 
bank notes may safely possess them. If they wish to sell 
them they may either offer them to the bank at a special 
rate of exchange* or recieve goods from the Pekao Trading 
Corporation in Warsaw at the dollar prices according to 
their own choice instead of cash in Zlotys. This is very ad- 
vantageous to them. 


The agent then made this statement: 


Therefore, it is absolutely legal in Poland, not only to 
receive dollar banknotes but also to possess them. 


Three months later, this same firm sent another notice to subagents 
promoting the remittance of U.S. dollars to Poland. This notice read 
in part as follows: 


The beneficiaries in Poland ete prefer receiving 
dollar banknotes to packages which they have to sell in the 
open market to receive Zlotys. The Polish government allows 
both, the receipt through the mails of foreign currencies and 
the receipt of packages. It seems to be permissible to sell 
these packages in Poland, and we understand that Package 
Gift Certificates can be redeemed freely for cash with the 
result that the donor here can figure with a rate of Zlotys 
95.—per dollar. 


With charges ranging from $5.80 to $6.00 on a $20.00 banknote 
transmittal, to $8.50 on a transmittal of $100.00, the Polish Com- 
munist Covernment, in its desire to obtain stable foreign currency, 


* Zlotys 23.94 per dollar, 
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even permits its agents to advertise that American banknotes which 
are redeemable at the special 95 zlotys for each dollar may be sold 
privately for 180 ~ * per dollar. An advertisement to this effect 
which appeared in a Polish-language newspaper in the United States 
was translated as follows: 


Through the Swiss bank we are putting into the hands of a 
receiver in every locality in Poland American dollar bank- 
notes. Receiving dollars from abroad and possessing them 
is now allowed in Poland. Delivery lasts about 14 days and 
is fully guaranteed. 

The receiver will pet, if he wishes, the official 95 zloty for 
each dollar, which he can sell privately for 180 zloty. In 
your letters ask your relatives if they would not rather get 
dollars now instead of packages. 


With the foreign departments of banks, in addition to hundreds of 
small agencies, handling parcel money transmittals, it has been im- 
ssible for the committee to determine the total dollars which the 
olish Government has received from dollar transmittals to Polish 
citizens. Likewise, it has been impossible to determine the amount 
that Americans have paid in the form of service charges on the dollar 
transmittals. The committee has, however, determined that Pekao 
and its agents have collected during the years 1954 to 1958 over $20 
million. Of this amount, over $18 million has been sent to the Polish 
re gaa Government through transmittals to Bank Polska Kasa 
P 
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